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DEPARTMENT PASS FEDERAL RESERVE BOARD 

E.O. 11652: N/A 
TAGS, EFIN, GW 

SUBJECT: PROPOSED GERMAN 1978 VALUE-ADDED TAX INCREASE 

REF: BONN 2151 

1 . FOLLOWING THE PARLIAMENTARY DEBATE ON THE GOVERN- 
MENT'S 1978 TAX PACKAGE (2 PERCENTAGE POINT INCREASE IN 
VALUE-ADDED TAX WITH ABOUT HALF THE REVENUE GAIN USED TO 
REDUCE OTHER TAXES), FEW INFORMED OBSERVERS GIVE THE 
PROPOSAL MUCH CHANCE OF PASSAGE BY THE OPPOSITION 
CONTROLLED BUNDESRAT. MOST OBSERVERS FEEL THAT THE 
GOVERNMENT IN EARLY SUMMER WILL BE CONFRONTED WITH A 
CHOICE OF: 
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(A) INCREASING THE OFFSETTING REDUCTION IN OTHER 
TAXES SO THAT NO NET REVENUE GAIN REMAINS 
FROM THE 2 PERCENTAGE POINT VALUE-ADDED TAX 
INCREASE. 

(B) REDUCING THE VALUE-ADDED TAX INCREASE TO 1 
PERCENTAGE POINT AND OFFSETTING THE REVENUE 
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GAIN COMPLETELY BY THE NOW ENVISAGED 
ACCOMPANYING REDUCTIONS IN OTHER TAXES. 

(C) DROPPING THE WHOLE OF THE 1978 TAX CHANGES 
PACKAGE. 

2. BY EARLY SUMMER. A VIABLE CHOICE MAY WELL BE ONLY 
BETWEEN (B) AND (C) ABOVE, OR - IF ECONOMIC RECOVERY 
CONTINUES TO LAG - TAX REDUCTIONS NOT OFFSET BY A 
VALUE-ADDED TAX INCREASE MAY GAIN GOVERNMENT SUPPORT. 

3. IN THE MEANTIME, SKEPTICISM CONTINUES TO GROW 
THAT THE FEDERAL REPUBLIC WILL MEET THE 1977 GROWTH 
TARGET OF 5 PERCENT IN REAL GNP. THE CHAIRMAN OF THE 
COUNCIL OF ECONOMIC EXPERTS, OLAF SIEVERT, FOR 
EXAMPLE, HAS NOW PUBLICLY INDICATED THAT IN HIS 
VIEW 4.5 PERCENT CONSTITUTES THE UPPER LIMIT OF REAL 
GNP GROWTH THAT NOW SEEMS LIKELY FOR 1977. 

STOESSEL 


LIMITED OFFICIAL USE 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 -Jan-1 994 12:00:00 am 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: GOVERNMENT BUDGET, POLICIES, CENTRAL LEGISLATURE, LEGISLATIVE BILLS, VALUE ADDED TAXES, TAXES 

Control Number: n/a 
Copy: SINGLE 

Sent Date: 22-Apr-1977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977BONN06938 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D770141-0735 
Format: TEL 
From: BONN 

Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t1 9770431 /aaaaazxx.tel 

Line Count: 81 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: dd3230a1-c288-dd11-92da-001cc4696bcc 
Office: ACTION EUR 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: 77 BONN 21 51 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 03-Feb-2005 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2730110 
Secure: OPEN 
Status: NATIVE 

Subject: PROPOSED GERMAN 1978 VALUE-ADDED TAX INCREASE 
TAGS: EFIN, GE 
To: STATE TRSY 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/dd3230a1-c288-dd1 1-92da-001cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



